KiSource

- Corporate Services
Patricia M. French

Senior Attorney 300 Friberg Parkway
Westborough, Massachusetts 01581
(508) 836-7394
(508) 836-7039 (facsimile)
pfrench@nisource.com

June 29, 2005
BY OVERNIGHT DELIVERY AND E-FILE
Mary L. Cottrell, Secretary
Department of Telecommunications and Energy
One South Station
Boston, MA 02110

Re: Bay State Gas Company, D.T.E. 05-27

Dear Ms. Cottrell:

Enclosed for filing, on behalf of Bay State Gas Company (“Bay State”), please
find Bay State’s responses to the following information requests:

From the Attorney General:

AG-09-13 AG-19-6 AG-19-7 AG-23-6 AG-23-8

From the Department:

DTE-05-37 DTE-18-02

From the UWUA:

UWUA-01-33

Please do not hesitate to telephone me with any questions whatsoever.

Very truly yours,

Patricia M. French

CC: Per Ground Rules Memorandum issued June 13, 2005:


mailto:pfrench@nisource.com
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Paul E. Osborne, Assistant Director — Rates and Rev. Requirements Div. (1 copy)
A. John Sullivan, Rates and Rev. Requirements Div. (4 copies)

Andreas Thanos, Assistant Director, Gas Division (1 copy)

Alexander Cochis, Assistant Attorney General (4 copies)

Service List (1 electronic copy)



COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

NINTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL

AG-9-13

Response:

D.T. E. 05-27
Date: June 28, 2005

Responsible: Joseph A. Ferro, Manager Regulatory Policy

Refer to Schedule JAF-2-7. Please provide bill impact analyses for R-4
and R-2 classes and for each of the special contract customers.

Please refer to pages 1 and 2 of Attachment AG-9-13 for bill impact
analyses for the R-4 and R-2 customer classes.

As discussed in Exhibit BSG/JAF-2, pages 19 and 20, only one of the
Company’s special contract customers was assigned an increase as a
result of the rate case filing. This Customer was assigned an increase of
$418,748. Please refer to page 3 of Attachment AG-9-13 for the special
contract Customer’s bill impact analysis. This analysis assumes that the
customer’s gas supply charges are equal to the average test year gas
rates for the G-52/53 customer classes.



Line
No.

©o0O~NOO A WNPRE

Residential Heating (R-4)

Current Base Rates
Off-Peak
Cust. Chg
First 30 therms @
Excess 30 therms @

Peak

Cust. Chg
First 90 therms @
Excess 90 therms @

Revised Base Rates
Off-Peak
Cust. Chg
First 30 therms @
Excess 30 therms @

Peak

Cust. Chg
First 125 therms @
Excess 125 therms @

Test Year Total Base Rate Amount
Revised Total Base Rate Amount

Test Year
CGA Rates - (Seasonal)
LDAF

Revised

CGA Rates - (Seasonal)
LDAF

Test Year

Revised

Difference

% Chg

Average monthly impact

$5.97
$0.1243
$0.0700

$5.97
$0.2247
$0.0709

$6.25
$0.0708
$0.0708

$6.25
$0.0708
$0.0708

Witness: J.A. Ferro
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BAY STATE GAS COMPANY
Typical Residential Heating Low-Income Bill (R-4)
Typical Usage In Therms
Total Total Total
May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May - Apr  Off-Peak Peak
) @ 3 4 ®) (6) ™ (8 9 (10) (11) (12) (13) (14) (15)
90 55 30 30 42 71 109 150 187 188 166 132 1,250 318 932
$5.97 $5.97 $5.97 $5.97 $5.97 $5.97 $36 $36
$3.73 $3.73 $3.73 $3.73 $3.73 $3.73 $22 $22
$4.20 $1.75 $0.00 $0.00 $0.84 $2.87 $10 $10
$5.97 $5.97 $5.97 $5.97 $5.97 $5.97 $36 $36
$20.22 $20.22 $20.22 $20.22 $20.22 $20.22 $121 $121
$1.35 $4.25 $6.88 $6.95 $5.39 $2.98 $28 $28
$6.25 $6.25 $6.25 $6.25 $6.25 $6.25 $38 $38
$2.12 $2.12 $2.12 $2.12 $2.12 $2.12 $13 $13
$4.25 $1.77 $0.00 $0.00 $0.85 $2.90 $10 $10
$6.25 $6.25 $6.25 $6.25 $6.25 $6.25 $38 $38
$7.72 $8.85 $8.85 $8.85 $8.85 $8.85 $52 $52
$0.00 $1.77 $4.39 $4.46 $2.90 $0.50 $14 $14
$13.90 $11.45 $9.70 $9.70 $10.54 $12.57 $27.54 $30.45 $33.07 $33.14 $31.58 $29.17 $253 $68 $185
$12.62 $10.14 $8.37 $8.37 $9.22 $11.28 $13.97 $16.87 $19.49 $19.56 $18.00 $15.60 $164 $60 $103
$0.9143 $0.9143 $0.9143 $0.9143 $0.9143 $0.9143 | $0.9640 $0.9640 $0.9640 $0.9640 $0.9640 $0.9640
$0.0156 $0.0156 $0.0156 $0.0156 $0.0156 $0.0156 | $0.0137 $0.0137 $0.0137 $0.0137 $0.0137 $0.0137
$0.9057 $0.9057 $0.9057 $0.9057 $0.9057 $0.9057 | $0.9454 $0.9454 $0.9454 $0.9454 $0.9454 $0.9454
$0.0270 $0.0270 $0.0270 $0.0270 $0.0270 $0.0270 | $0.0251 $0.0251 $0.0251 $0.0251 $0.0251  $0.0251
$97.59 $62.59 $37.60 $37.60 $49.59 $78.59 | $134.11 $177.10 $215.90 $216.95 $193.88 $158.23 $1,460 $364 $1,096
$96.57 $61.44 $36.36 $36.36 $48.40 $77.50 | $119.75 $162.45 $200.97 $202.01 $179.11 $143.70 $1,365 $357 $1,008
($1.03) ($1.15) ($1.24) ($1.24) ($1.20) ($1.09)] ($14.36) ($14.66) ($14.93) ($14.93) ($14.77) ($14.53) ($95) ($7) ($88)
-1.05% -1.84% -3.30% -3.30% -2.41% -1.39%]| -10.71% -8.28% -6.91% -6.88% -7.62% -9.18% -6.52% -1.91% -8.04%

$

(7.93) $ (1.16) $ (14.70)



Witness: J.A. Ferro
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BAY STATE GAS COMPANY
Typical Residential Non-Heating Low-Income Bill (R-2)
Typical Usage In Therms
Line Total Total Total
No. Residential Non-Heating (R-2) May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May - Apr Off-Peak Peak
(€] 2 (©)] 4 (5) (6) (] (8 9 (10) (11) (12) (13) (14) (15)
1 17 17 15 14 7 15 15 18 19 20 19 19 195 85 110
2 Current Base Rates
3 Off-Peak
4 Cust. Chg $5.97 $5.97 $5.97 $5.97 $5.97 $5.97 $5.97 $36 $36
5 First 10 therms @ $0.2517 $2.52 $2.52 $2.52 $2.52 $1.76 $2.52 $14 $14
6 Excess 10 therms @ $0.1811 $1.27 $1.27 $0.91 $0.72 $0.00 $0.91 $5 $5
7
8 Peak
9 Cust. Chg $5.97 $5.97 $5.97 $5.97 $5.97 $5.97 $5.97 $36 $36
10 First 12 therms @ $0.2869 $3.44 $3.44 $3.44 $3.44 $3.44 $3.44 $21 $21
11 Excess 12 therms @ $0.2396 $0.72 $1.44 $1.68 $1.92 $1.68 $1.68 $9 $9
12
13 Revised Base Rates
14 Off-Peak
15 Cust. Chg $6.25 $6.25 $6.25 $6.25 $6.25 $6.25 $6.25 $38 $38
16 First 10 therms @ $0.1158 $1.16 $1.16 $1.16 $1.16 $0.81 $1.16 $7 $7
17 Excess 10 therms @ $0.1158 $0.81 $0.81 $0.58 $0.46 $0.00 $0.58 $3 $3
18
19 Peak
20 Cust. Chg $6.25 $6.25 $6.25 $6.25 $6.25 $6.25 $6.25 $38 $38
21 First 12 therms @ $0.1158 $1.39 $1.39 $1.39 $1.39 $1.39 $1.39 $8 $8
22 Excess 12 therms @ $0.1158 $0.35 $0.70 $0.81 $0.93 $0.81 $0.81 $4 $4
23
24 Test Year Total Base Rate Amount $9.76 $9.76 $9.39 $9.21 $7.73 $9.39 $10.13 $10.85 $11.09 $11.33 $11.09 $11.09 $121 $55 $66
25 Revised Total Base Rate Amount $8.22 $8.22 $7.99 $7.87 $7.06 $7.99 $7.99 $8.34 $8.45 $8.57 $8.45 $8.45 $98 $47 $50
26
27 Test Year
28 CGA Rates - (Seasonal) $0.8898 $0.8898 $0.8898 $0.8898 $0.8898 $0.8898 | $0.8739 $0.8739 $0.8739 $0.8739 $0.8739  $0.8739
29 LDAF $0.0124  $0.0124 $0.0124 $0.0124 $0.0124 $0.0124 | $0.0055 $0.0055 $0.0055 $0.0055 $0.0055 $0.0055
30
31 Revised
32 CGA Rates - (Seasonal) $0.8932 $0.8932 $0.8932 $0.8932 $0.8932 $0.8932 | $0.9126 $0.9126 $0.9126 $0.9126 $0.9126 $0.9126
33 LDAF $0.0238  $0.0238 $0.0238 $0.0238 $0.0238 $0.0238 | $0.0169 $0.0169 $0.0169 $0.0169 $0.0169 $0.0169
34
35 Test Year $25.09 $25.09 $22.93 $21.84 $14.05 $22.93 $23.32 $26.68 $27.80 $28.92 $27.80 $27.80 $294 $132 $162
36 Revised $23.81 $23.81 $21.74 $20.71 $13.48 $21.74 $21.93 $25.07 $26.11 $27.16 $26.11 $26.11 $278 $125 $152
37 Difference ($1.28) ($1.28) ($1.18) ($1.13) ($0.57) ($1.18) ($1.39) ($1.61) ($1.69) ($1.76) ($1.69) ($1.69) ($16) ($7) ($10)
38
39 % Chg -5.12% -5.12% -5.16% -5.19% -4.04% -5.16% -5.97% -6.05% -6.07% -6.09% -6.07% -6.07% -5.60% -5.03% -6.06%
40

41 Average monthly impact $ (137) $ (111) $ (164



Witness: J.A. Ferro
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BAY STATE GAS COMPANY
Special Contract 1
2004 Usage In Therms
Line Total Total Total
No. Special Contract 1 May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May - Apr Off-Peak Peak
(€] @ (©)) 4 ®) (6) o ® 9 (10) (11) (12) (13) (14) (15)
1 12,457,750 8,847,400 3,147,300 2,955,140 7,278,280 6,981,230 | 9,437,020 13,355,740 9,770,890 11,727,130 9,638,710 12,301,070 | 107,897,660 41,667,100 66,230,560
2  Current Base Rates
3 Off-Peak
4 Dem. Chg $208,350 $208,350  $208,350  $208,350  $208,350  $208,350  $208,350 $1,250,100  $1,250,100
5 Excess # therms @ $0.0137 $0 $0 $0 $0 $0 $0 $0 $0
6
7
8 Peak
9 Dem. Chg $208,350 $208,350 $208,350 $208,350 $208,350 $208,350 $208,350| $1,250,100 $1,250,100
10 Excess # therms @ $0.0137 $0 $0 $0 $0 $0 $0 $0 $0
11
12
13 Revised Base Rates
14 Off-Peak
15 Dem. Chg $243,246 $243,246  $243,246  $243,246  $243,246  $243,246  $243,246 $1,459,474  $1,459,474
16 Excess # therms @ $0.0137 $0 $0 $0 $0 $0 $0 $0 $0
17
18
19 Peak
20 Dem. Chg $243,246 $243,246 $243,246 $243,246 $243,246 $243,246 $243,246| $1,459,474 $1,459,474
21 Excess # therms @ $0.0137 $0 $0 $0 $0 $0 $0 $0 $0
22
23
24 Test Year Total Base Rate Amount $208,350 $208,350 $208,350 $208,350 $208,350 $208,350 $208,350 $208,350 $208,350 $208,350 $208,350 $208,350 $2,500,200 $1,250,100 $1,250,100
25 Revised Total Base Rate Amount $243,246  $243,246  $243,246  $243,246  $243,246  $243,246 | $243,246 $243,246  $243,246 $243,246  $243,246 $243,246 | $2,918,948 $1,459,474  $1,459,474
26
27 Test Year (assume G-52/53 rate)
28 CGA Rates - (Seasonal) $0.8981 $0.8981 $0.8981 $0.8981 $0.8981 $0.8981 $0.8675 $0.8675 $0.8675 $0.8675 $0.8675 $0.8675
29 LDAF $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000
30
31 Hold Constant at Test Year Level
32 CGA Rates - (Seasonal) $0.8981 $0.8981 $0.8981 $0.8981 $0.8981 $0.8981 $0.8675 $0.8675 $0.8675 $0.8675 $0.8675 $0.8675
33 LDAF $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000 $0.0000
34
35 Test Year $11,396,655 $8,154,200 $3,034,940 $2,862,361 $6,744,973 $6,478,193 | $8,394,965 $11,794,454 $8,684,597 $10,381,635 $8,569,931 $10,879,528 | $97,376,433 $38,671,323 $58,705,111
36 Revised $11,431,551 $8,189,096 $3.,069,836 $2,897,257 $6,779,869 $6,513,088 |$8,429,861 $11,829,350 $8,719,493 $10,416,531 $8,604,827 $10,914,424 | $97,795,181 $38,880,697 $58,914,485
37 Difference $34,895.67 $34,895.67 $34,895.67 $34,895.67 $34,895.67 $34,895.67 |$34,895.67 $34,895.67 $34,895.67 $34,895.67 $34,895.67 $34,895.67 $418,748 $209,374 $209,374
38
39 %Chg 0.31% 0.43% 1.15% 1.22% 0.52% 0.54% 0.42% 0.30% 0.40% 0.34% 0.41% 0.32% 0.43% 0.54% 0.36%
40

41  Average monthly impact $ 34,895.67 $ 34,895.67 $ 34,895.67



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
NINETEENTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY
GENERAL
D.T. E. 05-27

Date: June 29, 2005
Responsible: Stephen H. Bryant, President
AG-19-6 Referring to the Company’s response to Information Request AG-1-26,
please provide a redlined copy of the Affiliate Service Agreement with
NiSource Corporate Services Company dated March 31, 2005, showing

the changes made to the agreement that existed before.

Response: Please see Attachment AG-19-06 for a redlined version of the NiSource
Corporate Services Agreement referenced in AG-1-26.
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Service Agreement
BETWEEN
NISOURCE CORPORATE SERVICES COMPANY

AND

Dated [January-1;-2001, 2004]
(To Take Effect January-1-2001 Pursuant to Article 3 Hereof)
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Bay State Gas Company
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SERVICE AGREEMENT

This SERVICE AGREEMENT (the “Service Agreement” or “Agreement”) is made
Jandary—1,—2001 and entered into this ., 2004 by and between
, its subsidiaries, affiliates and associates (“Client”, and together with

other associate companies that have or may in the future execute this form of Service Agreement,
the “Clients”) and NiSource Corporate Services Company (herei “Company”)

WHEREAS, the Securities and Exchange Commission (“SEC™) has approved and

authorized as meeting the requirements of Section 13(b) of the Public Utility Holding Company
Act of 1935 (“Act”) the organization and conduct of the business of the Company, in accordance
herewith, as a wholly-owned subsidiary service company of NiSource Inc. (“NiSource),
including the allocation of all Company costs by using the methods approved by the Securities
and Exchange Commission (“SEC Method™);

WHEREAS, Client is an affiliate of the Company; and

WHEREAS, the Company and Client agree to enter into this Service Agreement whereby
the Client may seek certain services from the Company and the Company agrees to provide such
services upon request and upon the Company’s conclusion that it is able to perform such
services. Further, the Client agrees to pay for the services as provided herein at cost, with cost
determined in accordance with applicable rules and requlations under the Act, which require the
Company to fairly and equitably allocate costs among all Clients to which it renders services;
and

WHEREAS, Fthe rendition of such services set forth in Article 2 of Appendix A on a
centralized basis enables the Clients to realize substantial-economic and other benefits through
(1) efficient use of personnel and equipment, (2) coordination of analysis and planning, and (3)
availability of specialized personnel and equipment which the Clients cannot economically
maintain on an individual basis.
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WHNESSETH FHAT-the-Company-and-the- Client NOW THEREFORE, in consideration

of the premises hereby and the mutual agreements herein contained, the parties to this Service
Agreement covenant and agree as follows:

ARTICLE 1
SERVICES

1.1 1-Agreementto-Furnish-Services: The Company agrees-te shall furnish to Client, as
requested by Client, upon the terms and conditions hereinafter set forth in-Sehedule-A-which-is

attached-hereto-and-constitutes-a—part-hereof, such of the services described in Section 2 Article
H of said-Sehedule-A-Appendix A hereto (the “Services”), at such times, for such periods and in
such manner; as the Client may from time to time request- and that the Company concludes it is
able to perform. The Company shall also provide Client with such services, in addition to those
services described in Appendix A hereto, as may be requested by Client and that the Company
concludes it is able to perform. In supplying such services, the Company may arrange, where it
deems appropriate in consultation with Client, for the services of such experts, consultants,
advisers, and other persons with necessary qualifications as are required for or pertinent to the

DI’OVISIOI’] of such serVIces (“Addltlonal Serwces") Ihe—eempany—w%malmam—an—epg%u-zanen

1.2 Client _shall take from the Company such of the Services, and such Additional

Services, whether or not now contemplated, as are requested from time to time by Client and that
the Company concludes it is able to perform.

1.3 The cost of the Services described herein or contemplated to be performed hereunder
shall be allocated to Client in accordance with the SEC Method. Client shall have the right from
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time to time to amend or alter any activity, project, program or work order provided that (i)
Client pays and remunerates the Company the full cost for the services covered by the activity,
project, program or work order, including therein any expense incurred by the Company as a
direct result of such amendment or alteration of the activity, project, program or work order, and
(ii) Client accepts that no amendment or alteration of an activity, project, program or work order
shall release Client from liability for all costs already incurred by or contracted for by the
Company pursuant to the activity, project, program or work order, regardless of whether the
services associated with such costs have been completed.

1.4 The Company shall hire, train and maintain an experienced staff able to perform the
Services, or shall obtain experience through third-party resources, as it shall determine in
consultation with Client.

ARTICLE 2

COMPENSATION

2.1 As compensation for the Services to be rendered hereunder, Client shall compensate
and pay to the Company all costs, reasonably identifiable and related to particular Services
performed by the Company for or on Client’s behalf. The methods for allocating the Company
costs to Client, as well as to other associate companies, are set forth in Appendix A.

2.2 It is the intent of this Service Agreement that charges for Services shall be billed, to
the extent possible, directly to the Client or Clients benefiting from such Service. Any amounts
remaining after such direct billing shall be allocated using the methods identified in Appendix A.
The methods of allocation of cost shall be subject to review annually, or more frequently if
appropriate. Such methods of allocation of costs may be modified or changed by the Company
without the necessity of an amendment to this Service Agreement; provided that, in each
instance, all services rendered hereunder shall be at actual cost thereof, fairly and equitably
allocated, all in accordance with the requirements of the Act and any orders promulgated
thereunder. The Company shall review with the Client any proposed change in the methods of
allocation of costs hereunder and the parties must agree to any such changes before they are

implemented.

2.3 The Company shall render a monthly report to Client that shall reflect all information
necessary to identify the costs charged and Services rendered for that month. Client shall
undertake an immediate review of the report and identify all questions or concerns regarding the
charges reflected within ten (10) days of receipt of the report. If no concerns are identified
within that time, Client shall remit to the Company all charges billed to it within 30 days of
receipt of the monthly report.

2.4 Client agrees to provide the Company, from time to time, as requested such financial
and statistical information as the Company may need to compute the charges payable by Client
consistent with the method of allocation set forth on Appendix A.

2.5 It is the intent of this Service Agreement that the payment for services rendered by
the Company to Client under this Service Agreement shall cover all the costs of its doing
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business including, but not limited to, salaries and wages, office supplies and expenses, outside
services employed, insurance, injuries and damages, employee and retiree pensions and benefits,
miscellaneous general expenses, rents, maintenance of structures and equipment, depreciation
and amortization, and compensation for use of capital as permitted under the Act.

2.6 This Agreement is subject to all required requlatory approvals and the compensation
paid hereunder is subject to further review, including but not limited to that defined by
Massachusetts General Laws ch. 164, sec. 94B.

ARTICLE 3

TERM

3.1 This Service Agreement shall become effective as of the date first written above,
subject only to the receipt of any required regulatory approvals from the State Commissions and
the SEC, and shall continue in force until terminated by the Company or Client, upon not less
than one year's prior written notice to the other party. This Service Agreement shall also be
subject to termination or modification at any time, without notice, if and to the extent
performance under this Service Agreement may conflict with (1) the Act or with any rule,
requlation or order of the SEC adopted before or after the date of this Service Agreement, or (2)
any state or federal statute, or any rule, decision, or order of any state or federal requlatory
agency having jurisdiction over one or more Clients. Further, this Service Agreement shall be
terminated with respect to the Client immediately upon the Client ceasing to be an associate
company of the Company. The parties' obligations under this Service Agreement which by their
nature are intended to continue beyond the termination or expiration of this Service Agreement
shall survive such termination or expiration.

ARTICLE 4

SERVICE REVIEW

4.1 On an annual basis, the Company and Client shall meet to assess the guality of the
Services being provided pursuant to this Service Agreement and to determine the continued need
therefor and shall, subject to Section 1.1, above, amend the scope of services, delete services
entirely from this Service Agreement, and/or decline services as they determine to be necessary
or desirable.

4.2 NiSource maintains an Internal Audit Department that will conduct periodic audits of
the Company administration and accounting processes (“Audits”). The Audits will include
examinations of Service Agreements, accounting systems, source documents, methods of
allocation of costs and billings to ensure all Services are properly accounted for and billed to the
appropriate Client. In addition, the Company’s policies, operating procedures and controls will
be evaluated annually. Copies of the reports generated by the Company as part of the Audits will
be provided to Client upon request.
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ARTICLES

MISCELLANEOUS

5.1 All accounts and records of the Company shall be kept in accordance with the
General Rules and Requlations promulgated by the SEC pursuant to the Act, in particular, the
Uniform System of Accounts for Mutual Service Companies and Subsidiary Service Companies
in effect from and after the date hereof.

5.2 New direct or indirect subsidiaries of NiSource Inc., which may come into existence
after the effective date of this Service Agreement, may become additional Clients of the
Company and subject to a service agreement with the Company. The parties hereto shall make
such changes in the scope and character of the services to be rendered and the method of
allocating costs of such services as specified in Appendix A, subject to the requirements of
Section 2.2, as may become necessary to achieve a fair and equitable allocation of the
Company’s costs among all Clients including any new subsidiaries. The parties shall make
similar changes if any Client ceases to be associated with the Company.

5.3 The Company shall permit Client reasonable access to its accounts and records
including the basis and computation of allocations.

5.4 The Company and Client shall comply with the terms and conditions of all applicable
contracts managed by the Company for the Client, individually, or for one or more Clients,
collectively, including without limitation terms and conditions preserving the confidentiality and
security of proprietary information of vendors.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
as of the date and year first above written.

NISOURCE CORPORATE SERVICES
COMPANY

By:
Name:
Its:

[ NORTHERN-UTHHHESING. ]

By:
Name:
Its:
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APPENDIX A
NISOURCE CORPORATE SERVICES COMPANY

Services Available to Clients
Methods of Charging Therefor and
Miscellaneous Terms and Conditions of Service Agreement

ARTICLE 1.
DEFINITIONS

1 A- The term “Company” shall mean NiSource Corporate Services Company and its
successors.

2 B The term “Service Agreement” shall mean an agreement, of which this Sehedule
Appendix A constitutes a part, for the rendition of services by the Company.

3 E The term “Client” shall mean any corporation to which services may be rendered
by the Company under a Service Agreement.

ARTICLE 2H-
DESCRIPTION OF SERVICES

Descriptions of the expected services to be provided by the Company are detailed below.
The descriptions are deemed to include services associated with, or related or similar to, the

services contalned in such descrlptlons Ihe—se%ees—and—fae#&res—w#ueh—the—@empany—ks

general—te#ms—belew The detalls Ilsted under each headlng are mtended to be |IIustrat|ve rather
than inclusive and are subject to modification from time to time in accordance with the state of
the art and the needs of the Clients.

1 A. Accounting and Statistical Services. The Company will advise and assist the
Clients in accounting and statistical matters, including the preparation and furnishing of
financial, statistical and other related reports and analyses; and in addition, will advise and assist
the Clients in matters related to cash requirements. The Company provides services related to
developing, analyzing and interpreting financial statements, directors’ reports, regulatory reports,
operating statistics and other financial reports. The Company also ensures compliance with
generally accepted accounting principles and provides guidance on exposure drafts, financial
accounting standards, and interpretations issued by the Financial Accounting Standards Board.
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The Company advises and assists the Clients in the formulation of accounting practices and
policies and will conduct special studies as may be requested by the Clients.

2 B- Auditing Services. The Company will conduct periodic audits of the general
records of the Clients, will supervise the auditing of local and field office records of the Client
Associates, and will coordinate the audit programs of the Clients with those of the independent
accountants in the annual examination of their accounts.

3 & Budget Services. The Company will advise and assist the Clients in matters
involving the preparation and development of budgets and budgetary controls.

4 DB- Business Promotion Services. The Company will advise and assist the Clients
Associates in the preparation and use of advertising, in the development of residential,
commercial and industrial business, and in the rendering of aid to local appliance distributors and
dealers in the advertising and promotion of appliance sales.

5 E Corporate Services. The Company will advise and assist the Clients in
connection with corporate matters and with proceedings involving regulatory bodies.

6 G—Depreciation Services. The Company will advise and assist the Clients
Associates-in matters pertaining to depreciation practices, including (1) the making of studies to
determine the estimated service life of various types of plant, annual depreciation accrual rates,
salvage experience, and trends in depreciation reserves indicated by such studies; (2) assistance
in the organization and training of the depreciation departments of the Clients-Asseetates; and (3)
dissemination to the Clients Asseciates—of information concerning current developments in
depreciation practices.

7 H- Economic Services. The Company will advise and assist the Clients in matters
involving economic research and planning and in the development of specific economic studies.

8 L Electronic Communications Services. The Company will advise and assist the
Clients in connection with the planning, installation and operation of radio networks, remote
control and telemetering devices, microwave relay systems and all other applications of
electronics to the fields of communication and control.

9 & Employee Services. The Company will advise and assist the Clients in connection
with employee relations matters, including recruitment, employee placement, training,
compensation, safety, labor relations and health, welfare and employee benefits.

10 K—Engineering and Research Services. The Company will advise and assist the
Clients Asseciates-in connection with the engineering phases of all construction and operating

11
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matters, including estimates of costs of construction, preparation of plans and designs,
standardization of engineering procedures, and supervision and inspection of construction. The
Company will also conduct both basic and specific research in fields related to the operations of
the Clients-Asseciates.

11 L= Gas Dispatching Services. The Company will advise and assist the Clients
Associates—in the dispatching of the gas supplies available to the Clients—Asseeiates, and in
determining and effecting the most efficient routing and distribution of such supplies in the light
of the respective needs therefor and the applicable laws and regulations of governmental bodies.
If requested by the Clients—Assoeciates, the Company will provide a central dispatcher or
dispatchers to handle the routing and dispatching of gas.

12 Information Technology Services. The Company provides Clients daily operational
control, monitoring, data access security, disaster recovery planning, technical research, and
support services to all users of the corporate network computing environment within the
Company. The Company also assists the Client with application development, maintenance, and
ongoing production support for a portfolio of systems that are used by the Clients. In addition,
the Company will provide the Clients with an ongoing evaluation and monitoring of the network
computing environment to ensure efficient use of hardware and that timely upgrades are made to
meet the demands of the Clients. The Company also maintains information concerning the
disposition and location of Information Technology assets.

13 N- Information Services. The Company will advise and assist the Clients in matters
involving the furnishing of information to customers, employees, investors and other interested
groups, and to the public generally, including the preparation of booklets, photographs, motion
pictures and other means of presentation, and assistance to Clients in their advertising programs.

14 O©—Insurance Services. The Company will advise and assist the Clients in general
insurance matters, in obtaining policies, making inspections and settling claims.

15 Legal Services. The Company will provide Clients with legal services (including
legal services, as necessary or advisable, in connection with or in support of any of the other
services provided hereunder), including, but not limited to, general corporate matters and internal
corporate maintenance, contract drafting and negotiation, litigation, liability and risk assessment,
financing, securities offerings, state and federal regulatory compliance, state and federal
requlatory support and rule interpretation and advice (relating to the all aspects of SEC
compliance, PUHCA, FERC, FPA, PURPA), bankruptcy and collection matters, employment
and labor relations investigations, union contracting, EEOC issues, and all other matters for
which Clients require such legal services.
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16 Q- Office Space. As may from time to time be available, the Company will provide
suitable space in its offices for the use of the Clients and their officers and employees.

17 R Officers. Any Client may, with the consent of the Company, elect to any office of
the Client any officer or employee of the Company whose compensation is paid, in whole or in
part, by the Company. Services rendered to the Client by such person as an officer shall be
billed by the Company to the Client and paid for as provided in Articles 3 and 4 H--and-V,
and the Client shall not be required to pay any compensation directly to any such person.

18 S: Operation and Planning Services. The Company will advise and assist the Clients
Asseeiates-in connection with estimates of gas requirements and gas available, gas transmission,
measurement, storage and distribution, construction requirements, negotiation of gas purchase
and sale contracts, energy marketing and trading and other operating matters.

19 F—Purchasing and Storage Services. The Company will render advice and
assistance to the Clients in connection with the standardization, purchase and storage of
equipment, materials and supplies, and, upon request of the Client, the negotiation of purchases
and the placing of purchase orders for account of the Client.

20 Y-—Rate Services. The Company will advise and assist the Clients Asseciates in all
rate matters, including the design and preparation of schedules and tariffs, the analysis of rate
filings of producers and pipeline suppliers, and the preparation and presentation of testimony and
exhibits to regulatory authorities.

21 WAL Tax Services. The Company will advise and assist the Clients in tax matters, in
the preparation of tax returns and in connection with proceedings relating to taxes.

22 X% Transportation Services. The Company will advise and assist the Clients in
connection with the purchase, lease, operation and maintenance of motor vehicles and the
operation of aircraft owned or leased by the Company or the Clients.

23 Treasury Services. The Company provides services such as cash management, long
and short term financing for NiSource and all Clients, investment of temporarily available cash,
retirement of long term debt, investment management oversight of all benefits plans, special
economic studies as requested, and support for various regulatory proceedings, as requested.

24 Land/Surveying Services. The Company will provide land asset management, land
contract management, and surveying services in connection with Clients’ acquisition, leasing,
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maintenance, and disposal of interests in real property, including the maintenance of land records

and the recording of instruments relating to such interests in real property, where necessary.

25 ¥-—Miscellaneous Services. The Company will render to any Client such other
services, not hereinabove described, as may properly be rendered by the Company to such Client
within the meaning and intent of the Public Utility Holding Company Act of 1935 and any other
applicable statutes and the orders, rules and regulations of the Securities and Exchange
Commission and any other governmental bodies having jurisdiction, as from time to time the
Company may be equipped to render and such Client may desire to have performed.

ARHCLEESHH

ALLOCATION METHODS Cempensation

1 Specific Direct Salary Charges to Clients. To the extent that time spent by the
officers and employees of the Company engaged in rendering such-ether services hereunder not

specifically—provided-for-is related to services rendered to a specific Client, a direct salary
charge, computed as provided in Article 4 B, shall be made to such Client.

2 Apportioned Direct Salary Charges to Clients-Assectates. To the extent that the time
spent by such officers and employees is related to services rendered to the Clients-Asseciates
generally, or to any specified group of the Clients-Asseciates, a direct salary charge, computed as
provided in Article 4 P, shall be made to the Clients Asseciates-generally, or to such specified
group of the Cllents—Asseerates and aIIocated to each such Cllent aseeerate—epen—eeeh—eqeﬁalele

te—eenee#enee—ef—usmq an aIIocatlon method approved bv the Securltles and Exchange

Commission as set forth on Exhibit A hereto.
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3 Direct Salary Charges for Services to the Company. To the extent that time spent by
any officer or employee of the Company is related to services rendered to the Company, a direct
salary charge computed as provided in Article 4 P shall be made-to-Overhead- allocated among
the Clients in the same proportions which the direct salary charges to such Clients made pursuant
to Sections 1 and 2 of this Article IlI, for services of officers and employees, bear to the
aggregate of such direct salary charges.

4 Apportionment of Employee Benefits. The employee benefit expenses which are
related to direct salary charges made pursuant to sub-paragraphs (1), (2) and (3) of Article 3
paragraph-B shall be apportioned among the several Clients and-Overhead, as applicable, in the
proportions which the respective direct salary charges made pursuant to the rendering of such
services to each such Client and-Overhead bear to the aggregate of such direct salary charges.

5 Other Expenses. All expenses, other than salaries and employee benefit expenses
incurred by the Company in connection with services rendered to a specific Client shall be
charged directly to such Client. All such expenses incurred by the Company in connection with
services rendered to the Clients Asseciates—generally or to any specified group of Clients
Associates—shall be apportioned in the manner set forth in Section 2 sub-paragraph—(2)—of

paragraph-B of this Article 3 HH for the apportionment of salary charges. AH-ethersuch-expenses
Na afa Na e' .'A'l Na n Hge- ’ 1 --'nn= i _3---- .

normally-treated-as-Overhead: All such expenses incurred by the Company in connection with
services rendered to the Company shall be apportioned in the manner set forth in Section 3 of
this Article 3 for the apportionment of salary charges.

ARTICLE 4RV

COMPUTATION OF SALARY CHARGES and-Appheation-of Overhead

A Direct Salary Charges The direct salary charge per hour which shall be made for
the time of any officer or employee for services rendered in any calendar month shall be
computed by dividing his total compensation for such month by the aggregate of (1) the number
of scheduled working hours for which he was compensated, including hours paid for but not
worked, and (2) hours worked in excess of his regular work schedule, whether or not
compensated for.
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Exhibit A
BASES OF ALLOCATION

The SEC approved Bases of Allocation shown below will be used by the Corporate Services
Accounting Department for apportioning Job Order charges to affiliates.

BASIS 1

GROSS FIXED ASSETS AND TOTAL OPERATING EXPENSES

» Fifty percent of the total job order charges will be allocated on the basis of the relation of
the affiliate's gross fixed assets to the total gross fixed assets of all benefited affiliates; the
remaining 50% will be allocated on the basis of the relation of the affiliate's total
operating expenses to the total operating expenses of all benefited affiliates.

BASIS 2

GROSS FIXED ASSETS

» Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its total gross fixed assets to the sum of the total gross fixed assets of all benefited
affiliates.

BASIS 7

GROSS DEPRECIABLE PROPERTY AND TOTAL OPERATING EXPENSE

» Fifty percent of the total job order charges will be allocated on the basis of the relation of
the affiliate's total operating expenses to the total of all the benefited affiliates' total
operating expense; the remaining 50% will be allocated on the basis of the relation of the
affiliate's gross depreciable property to the gross depreciable property of all benefited
affiliates.

BASIS 8

GROSS DEPRECIABLE PROPERTY

> Job order charges will be allocated to each benefited affiliate on the basis of the
relationship of its total depreciable property to the sum of the total depreciable property
of all benefited affiliates.
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BASIS 9

AUTOMOBILE UNITS

> Job order charges will be allocated to each benefited affiliate on the basis of its number of
automobile units to the total number of all automobile units of the benefited affiliates.

BASIS 11

NUMBER OF REGULAR EMPLOYEES

> Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its number of reqular employees to the total number of all reqular employees of the
benefited affiliates.

BASIS 13

FIXED ALLOCATION

> Job order charges will be allocated to each benefitted affiliate on the basis of fixed
percentages on an individual project basis.

BASIS 14

NUMBER OF TRANSPORTATION CUSTOMERS

» Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its Transportation Customers to the total of all Transportation Customers of the
benefited affiliates.

BASIS 15

NUMBER OF COMMERCIAL CUSTOMERS

> Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its Commercial Customers to the total of all Commercial Customers of the benefited
affiliates.

BASIS 16

NUMBER OF RESIDENTIAL CUSTOMERS

» Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its Residential Customers to the total of all Residential Customers of the benefited
affiliates.
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BASIS 17

NUMBER OF HIGH PRESSURE CUSTOMERS

» Job order charges will be allocated to each benefited affiliate on the basis of the relation
of its High Pressure Customers to the total of all High Pressure Customers of the
benefited affiliates.

BASIS 20

DIRECT COSTS

» Job order charges will be allocated to each benefitted affiliate on the basis of the relation
of its direct costs billed by Service Corporation to the total of all direct costs billed by
Service Corporation.

CH2\ 698623.7
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COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
NINETEENTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY
GENERAL
D.T. E. 05-27

Date: June 29, 2005

Responsible: Stephen H. Bryant, President

AG-19-7 Referring to the Company’s response to Information Request AG-1-26,
please provide a redlined copy of the Bay State Gas Company Amended
Services Agreement with Northern Utilities dated January 1, 2005,
showing the changes made to the agreement that existed before that one.

Response: Please see Attachment AG-19-07 for a redlined version of the Bay State
Gas Company and Northern Utilities Services Agreement referenced in
AG-1-26.
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Operational BSG-Northern Amended Services Agreement

BETWEEN
BAY STATE GAS COMPANY
AND

NORTHERN UTILITIES, INC.

Effective Date

January 1, 2005

January-1.-2003
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ORPERATHONALBSG-NORTHERN AMENDED SERVICES AGREEMENT

This Agreement is made as of January 1, 20053 by and between Bay State Gas Company
(hereinafter called “Bay State”) and its wholly owned subsidiary, Northern Utilities, Inc. (hereinafter
called “Northern”). Bay State and Northern, collectively referred to herein as the “Companies”.

The Companies are corporate affiliates in the NiSource Inc. System, which is comprised of
NiSource Inc. and its corporate subsidiaries. Bay State and Northern each maintains an organization
of personnel experienced in the management and operations of public utilities together with
appropriate facilities and equipment through which each is prepared to furnish eperatienal services
to the other, as hereinafter provided.

The rendition of such services on a coordinated basis enables the recipients of such services
to realize benefits through (1) efficient use of common eperating management, personnel and
equipment; (2) coordination of analysis and planning; and (3) availability of eperating personnel and
equipment which they may economically share.

All operating services will be performed at cost, which cost shall be fairly and equitably
apportioned among such services, and in compliance with the Securities and Exchange
Commission’s rules promulgated under the Public Utility Holding Company Act of 1935.

NOW THEREFORE, Bay State and Northern, in consideration of the mutual agreements
hereinafter contained, do hereby severally agree with each other that (1) Bay State and Northern may
render to each other and Bay State and Northern will purchase from each other the eperational
services hereafter described at cost, and (2) the payments made by Bay State and Northern to each
other hereunder shall be apportioned between their respective Bay State-Massachusetts (All), Bay
State-Lawrence, Maine and New Hampshire retail service areas as appropriate and set forth in
Schedule A, Exhibits-Attachments 1, 2, and 3.

1. Agreement to Furnish Services. The eperational services (and related
equipment and materials) furnished hereunder shall be upon the terms and conditions set
forth in Schedule A, which is attached hereto and constitutes a part hereof, such of the
services described in Article Il of said Schedule A, at such times, for such periods and in
such manner, may from time to time be requested. Bay State and Northern will maintain
organizations sufficient to render with efficiency and reasonable promptness such of the
services described in Article 11 of said Schedule A as may reasonably be requested, but
neither shall be obligated to perform any services hereunder without reasonable notice.

2. Termination. Either party hereto may terminate its participation in this
Agreement upon not less than thirty (30) days written notice to the other party; provided,
however, that this Agreement shall be terminated automatically (i) to the extent that



Bay State Gas Company
D.T.E. 05-27
Attachment AG-19-07
Page 2 of 10

performance under this Agreement may conflict with any rule, regulation or order of the
Securities and Exchange Commission adopted before or after the making of this Agreement,
or (ii) if this Agreement shall become invalid or illegal under any state law or under any rule,
regulation or order of any state commission or other state body having jurisdiction in the
premises.

3. Regulatory Approval. The parties hereto acknowledge that this Agreement
shall not become effective until all required regulatory approvals have been obtained. The
amounts of compensation, charges for service, price or any other amount te-be-paid-by-Bay

State-forservicesrendered-by-Nerthern shall be subject to review and determination by, inter

alia, the Massachusetts Department of Telecommunications and Energy in any proceeding
brought under section ninety-three or ninety-four of M.G.L. Chapter 164.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed as
of the date and year first above written.

BAY STATE GAS COMPANY

By:

Name: StephenH-Bryant Stephen H. Bryant
Its: VicePresident  President

NORTHERN UTILITIES, INC.

By:
Name: Danny G. Cote
Its: General Manager
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Schedule A

Operational Services Available to Client |
Methods of Charging Therefor and
Miscellaneous Terms and Conditions of Operatioral- BSG-Northern Amended Services |
Agreement

ARTICLE I. Definitions

The term “Operational-BSG-Northern Amended Services Agreement” shall mean an
agreement, of which this Schedule A constitutes a part, for the rendition of certaineperational
services and furnishing of related equipment and materials.

1. The term “Client” means the corporation (Bay State or Northern) to which
operational services may be rendered under this Operational Services Agreement. |
2. The term “Companies” means Bay State and Northern.

ARTICLE Il. Description of Operational Services |

The eperational services and facilities which Bay State or Northern is prepared to render and |
furnish, as requested from time to time by the Client, are set forth in general terms below.
The details listed under each heading are intended to be illustrative rather than inclusive and
are subject to modification from time to time in accordance with the state of the art and the
needs of the Client.

1. Operations and_Maintenance. Advise and assist Client in obtaining all needed |
expert operations and maintenance (“O&M?”) services as may be required to plan
for the construction, operation, maintenance and repair of the Client’s facilities in
order to serve customers and meet the demands of the Client’s gas distribution
system. Examples of such O&M services may include, but are not limited to, the
following activities: billing, maintenance of customer records, data entry, call
center, revenue recovery, gas dispatch, field dispatch, scheduling, storage of
equipment and materials, engineering, the supervision of construction of new
mains and services of the distribution system, the analysis, design and planning
for gas operation and distribution functions, the construction, maintenance and
operation of gas distribution system, the maintenance of gas appliances and
equipment, energy products and services, demand side management services,
inventory management, transportation operation services, operational
development, safety and any other operational functions which either Bay State or
Northern is capable of supplying the other.

2. Management, Administrative and Regulatory Support.-. Advise and assist Client
in rate matters, including the design and preparation of schedules and tariffs, the
analysis of rate filings of producers and pipeline suppliers, and-the preparation
and presentation of testimony and exhibits to regulatory authorities, and
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compliance with requlatory requirements and customer relations. Advise and
assist Client in connection with corporate matters and with proceedings involving
requlatory bodies. Advise and assist in developing, analyzing and interpreting
financial statements, directors’ reports, requlatory reports, operating statistics and
other financial reports. Assist with ensuring compliance with generally accepted
accounting principles and provides guidance on exposure drafts, financial
accounting standards, and interpretations issued by the Financial Accounting
Standards Board. Advise and assist Client in the formulation of accounting
practices and policies and will conduct special studies as may be requested by
Client. Advise and assist Client in matters involving the preparation and
development of budgets and budgetary controls.
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Schedule A

Budget and Financial Services. Advise and assist the Client in matters involving the
preparation and development of eperating—and—capial budgets and budgetary
controls. Prepare and implement plans for financing the capital and financial needs
of the Client.

Marketing and Advertising. Advise and assist the Client in the preparation and use
of advertising and marketing, managing the development of residential, commercial
and industrial business, and carrying out sales activities.

Metering Services. Advise and assist the Client in connection with all aspects of
meter reading, testing, replacement and calibration. Advise and assist with planning,
installation and operation of radio networks, remote control and other electronic or
automated metering devices and methodologies.

Employee Services. Advise and assist the Client in connection with employee
relations matters, including recruitment, employee placement, training,
compensation, safety, labor relations and health, welfare, employee benefits, and
other human resource-related activities.

Office Space. As may from time to time be available, provide suitable office space
for the use of the Client and its officers and employees.

Officers. The Companies may elect to any office of Bay State and/or Northern any
officer or employee of Bay State or Northern. Services rendered to the Client by
such person as an officer shall be billed to the Client and paid for as provided in
Articles 11l and IV.

Miscellaneous Services. Render to Client such other eperational services, not
hereinabove described, and any management, regulatory support, demand-side
management-and administrative services related to eperational services as may
properly be rendered by the Companies to such Client within the meaning and intent
of the Public Utility Holding Company Act of 1935 and any other applicable statutes
and the orders, rules and regulations of the Securities and Exchange Commission and
any other governmental bodies having jurisdiction, as from time to time the
Companies may be equipped to render and such Client may desire to have
performed. The Companies may provide additional services, modify or exclude any
of the described services as may be required in the future for the proper operation of
Bay State and Northern.
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Schedule A

ARTICLE I1l. Computation of Compensation

The amounts that the Client shall pay to the service provider (Bay State or Northern, as
applicable) shall be determined as provided in this Article I11.

All Operational Services

1.

Specific Direct Salary Charges to Client

To the extent that time spent by the employees of Bay State or Northern engaged in
rendering eperational services to the specific Client, a direct salary charge, computed
as provided in Article 1V, shall be made to such Client.

Apportioned Direct Salary Charges to Client

To the extent that the time spent by such officers and employees is related to services
rendered to Bay State and Northern generally, a direct salary charge, computed as
provided in Article 1V, shall be made to the appropriate Client generally, and
allocated to the appropriate Clients on an equitable basis. See Attachment 1 of
Schedule A for a list of the allocation bases to be used to distribute charges for
Operational Sservices provided by or to Northern or Bay State, except for charges
relating to Operational Sservices rendered by or to Bay State’s Lawrence Division.
See Attachment 2 of Schedule A for a list of the allocation bases to be used to
distribute charges for Operational Sservices rendered by or to Bay State’s Lawrence
Division. See Attachment 3 of Schedule A for illustrative examples of the allocation
bases and methods to be used to distribute charges for Operational-Sservices
specifically associated with the Inside Sales Group (e.g., Cost Center 05500), Gas
Sales Management and Inside Sales Representatives (e.g., Cost Center 03500), Gas
Sales and EP&S Management (e.g., Cost Center 05315), and Marketing and
Advertising (e.g., Cost Center 03315). The data used for each basis will be updated
semi-annually.

Apportionment of Employee Benefits
The employee benefit expenses which are related to direct salary charges made

pursuant to sub-paragraphs (1) and (2) of Article 111 shall be apportioned based on a
percentage of total benefits to total labor dollars{2].
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Schedule A
4. Other Expenses

All expenses, other than salaries and employee benefit expenses, incurred by Bay
State or Northern in connection with services rendered to a specific Client, such as
travel expenses, shall be charged directly to the Client. All such expenses incurred
by Bay State or Northern in connection with services rendered to Bay State and
Northern generally, as described below, shall be apportioned in the manner set forth
in subparagraph (2) of this Article 111 for the apportionment of salary charges. Such
other general expenses (“Overhead”) may include: rents; depreciation; amortization;
interest; taxes; non-productive time of employees; compensation of employees
performing office service functions; costs of general office supplies; charges for
utility, maintenance and similar services; program fees and other fees; and all other
such expenses normally treated as Overhead.

ARTICLE IV. Computation of Direct Salary Charges

The direct salary charge per hour which shall be made for the time of any employee for
services rendered in any calendar month shall be computed by dividing his total
compensation for such month by the aggregate of (1) the number of scheduled working hours
for which he was compensated, including hours paid for but not worked, and (2) hours
worked in excess of his regular work schedule, whether or not compensated for.

ARTICLE V. Process for Payments
1. Statement of Charges

As soon as practicable after the close of each month Bay State or Northern may issue
to the Client an Invoice or make the appropriate inter-company journal entries
(collectively a “Bill”) with supporting Detail of Charges which will itemize the
amounts due from the Client for Sservices, and other expenses for such month,
computed pursuant to Articles 111 and IV. All amounts so billed shall normally be
paid by the Client by the end of the month following the provision of such
Operational Sservices and reflected as journal entries on the appropriate Client’s
General Ledger. To the extent required by law, all Bills rendered by Bay State or
Northern to the Client shall be accompanied by a statement showing the manner in
which such charged was determined and the cost to the Company of the service
rendered.
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Schedule A

2. Information to be Furnished

The Client will forward to the service provider from time to time, as requested, such
financial and statistical information as the service provider may need to compute the
charges payable by such Client upon such basis as may have been specified pursuant
hereto.

ARTICLE VI. Inspection of Records

Each party agrees to keep its books and records available for inspection at all reasonable
times by representatives of the Client in order that the correctness of the charges made
hereunder for services to the Client may be verified by the Client.

* * * * * * * * * * * *



COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

TWENTY-THIRD SET OF INFORMATION REQUESTS FROM THE ATTORNEY

AG-23-6

Response:

GENERAL
D.T. E. 05-27

Date: June 29, 2005

Responsible: Danny G. Cote, General Manager

Please identify by name, address, telephone number the contractor that
was responsible for installing the unprotected coated steel mains that
Company has replaced since 1990 in Brockton and Lawrence, and
identify by name, address, telephone number the contractor that was
responsible for the replacing these mains. Produce copies of the
contract for the installation services.

The only location where a contractor’'s name might be found (in many
cases during this time period mains and services were installed by
company employees) would be on the original project work order. That
said, these work orders are not sorted by pipe type or by cathodic
protection status nor are they in any database. Therefore, trying to find
any specific work order for a section of coated unprotected pipe would
require an enormous manual effort that would be burdensome to
undertake.

Bay State does not have copies of installation contracts from the 1950'’s
and 1960’s when this coated unprotected pipe was installed.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

TWENTY-THIRD SET OF INFORMATION REQUESTS FROM THE ATTORNEY

AG-23-8

Response:

GENERAL
D.T. E. 05-27

Date: June 29, 2005

Responsible: Danny G. Cote, General Manager

Please refer to the June 17, 2005, letter from the Company to the
Attorney General regarding overdue discovery responses, Attachment D,
page 8. Provide the definitions for all the column headings.

Page 8 of the D.O.T. Additions Report wwrpt052.p is a summary of the
footage of the new pipe installed by size and type of pipe. The column
definitions are as follows:

Size: Size of pipe installed

Bare Steel: (BS) bare steel pipe

Cast Iron: (CI) cast iron pipe

Copper: (CO)

Protected C: (CP) protected coated steel. New category implemented in
April 2005 to segregate protected from unprotected coated steel.

Coated Steel: (CS) Coated Steel. Previously used for both unprotected
and protected coated steel. No longer available as of April 2005.

HD Plstc: (HD) PE 3408 high density polyethylene pipe

Plstc Ins: (PI) Plastic insert. Older pipe that has been inserted with
plastic

Plastic: (PP) Plastic pipe

Screw End: (SE)

Stnlss Stl: (SS) Stainless steel

Unprotected: (UC) unprotected coated steel. New category implemented
in April 2005 to segregate protected from unprotected coated steel.
Totals: total footage by size installed



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
FIFTH SET OF INFORMATION REQUESTS FROM THE D.T.E.
D.T. E. 05-27
Date: June 29, 2005
Responsible: Stephen H. Bryant, President
DTE-5-37 Refer to Exh. BSG/SHB-1, at 18. Please provide a copy of the most
recent report issued by the Securities and Exchange Commission

resulting from an audit of the operations of NCSC.

Response: Please see the Company’s response to DTE-8-4 for the requested
information.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
EIGHTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E.
D.T. E. 05-27

Date: June 29, 2005

Responsible: Stephen H. Bryant, President

DTE-18-2 Please refer to Exh. BSG/SHB-1. The Company states the “customer
relations team is collaborating on innovative methods of improving billing,
metering, and collections.”

A) Summarize all changes the Company has implemented and/or
considered in an attempt to improve billing, metering and collections
activities since the start of the test year. In the summary, detail any cost
savings that are gained or additional costs accrued as a result of each
change. Also detail all safeguards the Company has implemented to
protect against any possible degradation in service quality as a result of
any changes in the Company’s billing, metering and collections activities.

B) Provide any studies that have been performed analyzing the proposed
or implemented changes to the Company’s billing, metering and
collections activities.

Response:

A) The following is a summary of the improvements made by Bay State to its billing,
metering and collections activities since the start of the test year:

Bay State created and introduced a prototype of a new and improved bill format
that will provide value added information and increased customer satisfaction
when it goes live in 2005. The Company’s goal is to provide a clear, concise and
informative bill that answers customers questions and provides valuable
information about energy usage.

See the following attachments for information related to the new bill redesign
initiative:

Attachment DTE-18-02 (a) — Bay State Gas Bill Redesign Presentation
Attachment DTE-18-02 (b) — Bay State Gas New Bill Format



Bay State Gas Company’s Response To DTE — 18-2
D.T.E. 05-27
Page 2 of 3

In addition, Bay State added “virtual hold” technology, which reduces the
customer’s wait time by saving their place in the Springfield Contact Center’s
queue, and calling them back when a customer service representative is
available. This increases customer satisfaction by releasing the customer to
continue with their daily routine and empowering them with flexible options for
managing their Bay State customer contact experience.

Further, regarding credit and collections activity, Bay State implemented an
outbound calling campaign to contact active customers who are approaching
their shut-off date. The new process includes a call being made by a
NiSource partner, NCO Financial Systems, using the latest predictive dialer
technology to remind customers of their delinquent bill, and giving them the
opportunity to pay their bad debt in full, and/or make payment arrangements
to avoid shut-off. Outbound calling campaigns drive payments, eliminate field
shut-off orders, and are a common practice at other NiSource locations and
across the utility industry.

See Attachment DTE-18-02 (¢) — BSG Outbound Collections Calls
Presentation for additional information.

Another initiative Bay State undertook was to add temporary seasonal
manpower in the Collections Department and trained nontraditional collectors
(meter and/or service technicians) to perform field collection activities. By
adding additional resources in the summer months, more orders are worked
and the threat of shut off becomes more real. The Company’s expectation is
that this will help change customer behavior and ultimately leads to reduced
write-offs and reduced shut-off orders over the long-term.

Another change to Bay State’s field collection activity has been to implement
a practice where collectors and service personnel no longer accept payments
at a customer’s door. When a collection related shut-off order is generated,
sent to the field for shut off, and a Bay State representative arrives at the
customer location, the opportunity for payment has passed. The Company
believes that the steps it is now taking to encourage customer payments (i.e.
sending termination notice messages on bills, sending separate termination
notices, conducting outbound calling campaigns, and providing more cost
effective payment channels as described below) increases employee safety,
and is a best practice for Massachusetts and U.S. utilities.

See Attachment DTE-18-02 (d) — Changes to Shut-off Guidelines for
additional information.

Since January 2004, Bay State customers are now offered an expanded
variety of payment options that allow flexibility in terms of convenience, cost
and immediacy, including: pay by mail; on-line payments; credit card
payments; electronic payment by check.
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Bay State Gas Company’s Response To DTE — 18-2
D.T.E. 05-27
Page 3 of 3

See Attachment DTE-18-02 (e) — Payment Channel Expansion for a
complete list of all payment options.

Another Bay State initiative over the past several years has been the
implementation of its Automatic Meter Reading (* AMR") technology
throughout its service territory to upgrade its small and large diaphragm
meter base inventory. The Company also continues to investigate cost
effective solutions for its rotary style meter inventory. Recently, the
Company’s meter manufacturer has developed a more cost effective AMR
solution for rotary style meters, which it will be utilizing in the near future.

Bay State has also recently implemented a theft of service program that
includes increased prosecution for theft of natural gas. Enhanced training for
field personnel, an increased focus on energy theft investigation, and
increased customer communication on theft of service, highlight Bay State’s
commitment to reducing gas theft.

See Attachment DTE-18-02 (f) — NiSource Theft of Service Program for
background information.

Further, Bay State has introduced a “Web Self Service” program, which
allows Bay State customers to migrate from an informational to a
transactional Web offering. Including viewing, paying bills and providing
more detailed specific customer information than in the past. The Company
believes this will reduce customer calls and improve customer satisfaction
over the long-term.

The Company’s decision to undertake these initiatives was based on a
qualitative review of current business operations and technology coupled with
the desire to implement continuous improvements to customer service.

Bay State does not expect any long-term negative customer satisfaction
issues to arise from the above-described initiatives. The Company has
noticed a short-term increase in credit and collection related customer
complaints as a result of the implementation of these more stringent credit
and collection policies, but it expects these complaints to diminish over time
as customers become more familiar with them. Therefore, the Company has
not implemented any particular safeguards to protect against any possible
long-term degradation in service quality associated with these initiatives.

No studies that have been performed analyzing the proposed or implemented
changes to the Company’s billing, metering and collections activities.
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Project Objectives DEESEw-

D.T.E. 05-27
Attachment DTE-18-02 (a)

To create an improved bill format that:
« Complies with Regulatory requirements

o Clarifies existing information

o Clarifies existing messages

 Provides value-added information

e Increases customer satisfaction

« Considers operational parameters

A clear, concise and informative bill that answers
customers questions and provides them with
valuable information about their energy usage

Llf*:f/¢’> Bay State Gas 2

A NiSource Company



Bay State Gas Company
D.T.E. 05-27
Attachment DTE-18-02 (a)

The format was developed through a
process that included:

 Analysis of required elements —
Regulatory & Operational

o Stakeholder input
 Best practices

e ldentifying value-added information
opportunities



Stakeholder Input

D.T.E. 05-27
Attachment DTE-18-02 (a)

Customers

— Focus groups (6 states, 96 customers)
— Anecdotal through CCC feedback

Regulatory
— Analysis of required elements
— Feedback through meetings

Customer Contact Centers
— Survey of over 500 NiSource CCC employees

Technology/Operations
— Printing
— Inserting

— Bill Formatting
&%) Bay stateGas

A NiSource Company



B eS t P r aC t i C eS Bay State Gas Company

D.T.E. 05-27
Attachment DTE-18-02 (a)

o Creating new “real estate”
— Duplex printing
» Flexible, targeted, specific
 Document design experts

— Application of visual ergonomics

« Using science to drive decisions related to the
new bill design

Llf*:f/¢’> Bay State Gas

A NiSource Company



A Balancing Act o e Gos Campar

Attachment DTE-18-02 (a)

S oy iy

e Operational
Constraints Cost to Produce

B Customer Regulatory Contact Center
New Bill Format Satisfaction Requirements Impact

Llf*:f/¢’> Bay State Gas

A NiSource Company



Massachusetts Rules and Regulatians

Bay State Gas Company

220 CMR 2500 D.T.E. 05-27

Attachment DTE-18-02 (a)

« Current Period Energy e Identify with "Estimate" on all
estimated bills near the amount

« Budget language provided by
commission

_ e Commission contact
rights information

« Resident over 65 clause

« Theright to dispute the bill

consumption
 Information on rate changes
* Brief explanation of customer’s

Llf*:f/¢’> Bay State Gas

A NiSource Company
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Payment Options
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Billing & Payment Notes

Customat Name

Jahn Doe

Previous Balance on 2/
Payment Receved on 2/17/2004 -
Balance on 31772004 = S0.00
Charges for Gas Sarvica This Period  + $139.11

Amount Due by 4/12/2004 = $139n

Service Summary

Service Summary Notes

Service Location
123 MAIN 5T
HANSON, MA 123456789

Aztual Raading oo 317
A

¥ Payment Coupon

Tars Me Over B B

Amount Due by 4/12/2004 $139.11

Paymant Enclosed 5

Mako chack payable te

Account Number
995-999-999-9

[0 1 your contact information
28 the back incureece?
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X
X

X
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D.T.E. 05-27
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Focus Groups Summar DEEEnas
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Attachment DTE-18-02 (a)

 Twelve 90-minute group interviews were conducted
by an independent customer research firm

 The interviews explored the clarity, functionality and
appeal of the standardized bill format for NiSource

e All consumers interviewed were NiSource customers
who open and pay their household utility bills

Llf*:f/¢’> Bay State Gas

A NiSource Company
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Focus Group Location JEEEtm

Attachment DTE-18-02 (a)

Portland, ME

o . *ﬂ: Spriﬁgfield, MA
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Key Improvem entS Bay State Gas Company

D.T.E. 05-27
Attachment DTE-18-02 (a)

e Larger, easy-to-file, single-sheet format

 Presentation of content in three columns

* Blue tinting

 Boldface type that highlights information

e Location and presentation of the amount due
and the due date on the bill itself and on the
payment coupon

« The unambiguous Gas Bill at the top of each page

 Easy to find account number

 Value added information such as:
 Use History graph with 13 months of history
e Daily Comparisons of temperatures and use
e Instructions for reading a meter

Llf*:f/¢’> Bay State Gas 1

A NiSource Company
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A NiSource Company Residential Gas Service Page 1 of 2 3/17/2004

How to Contact Us Billing & Payment Summary Billing & Payment Notes

1-800-688-6160

For DirectLink self-service 24 hours/day Customer Name

For payment arrangements, call John Doe
7 a.m. — 5:30 p.m. Mon. — Fri,, 9 a.m. — 2 p.m. Sat

Save time and money
by making this your last
mailed payment. Call for

1-800-882-5454 Previous Balance on 2/11/2004 $236.60 details about ZipCheck
For billing questions, P ayment Received on 2/17/2004 _ $236.60 at 1-800-688-6160.

call 8 a.m. — 5 p.m., Mon. — Fri.

For quickest response, _ Balance on 3/17/2004
call 11a.m. -3 p.m., Tues.  Fri Charges for Gas Service This Period  + $139.11

$0.00 See back of bill for Detail
! of Charges for Gas Service.

1-800-677-5052

For heating/water heating repairs 24 hours/day Amount Due hy 4/1 2/2[)04

To open/close account, please allow at least 5 days.

$139.11

1-800-525-8222

For gas leaks or odor of gas 24 hours/day
baystategas.com

For account information, descriptions of our services,
and safety and conservation tips.

Billing Options serViCE Summa ry Service Summary Notes

Budget Payment Plan Want more stable gas
bills? Spread the cost of winter heating and
the impact of unstable gas prices more evenly
throughout the year. Call us at 1-800-688-6160

and ask for your current budget payment
amount. Meter Number

Customer Choice Purchase your natural gas 1234567

from an unregulated supplier and have more
control over the gas cost portion of your bill.
Bay State Gas will still deliver the gas and
provide safe, reliable service.

Extended Payment Plans Personal payment

Service Location Your next actual meter
123 MAIN ST reading date is between
HANSON, MA 12345-6789 04/16/2004 - 04/20/2004

Meter Readings (29 Billing Days)
Actual Reading on 3/17 2091
Actual Reading on 2/17 1991

Gas Used (Ccf) 100
Therm Factor 1.047

nmi>x<nu

Total Gas Used (Therms) 105

plans and information on energy assistance Gas Use History | [ Estimated [ Customer WM Actual Daily Comparisons

are available. 250

Avg Daily Avg Daily

Month Temp Use (Therms)
Mar ‘04 36.0° 35

Payment Options 200
E-bill Receive and pay your bill online. To enroll, 150 ]

Feb 04 30.0° 6.0

visit our Web site, baystategas.com. 100

Mar 03 35.0° 52

ZipCheck Authorize your bank to pay your
bill automatically each month. 50 |

Phone Call EDS at 1-866-277-9265 or link from 0l
our Web site to pay by credit card or debit Cof 156 31
card. To pay by electronic check, call ¢

12

6 5 6 5 6 65 115 165 180 105

1-866-736-5614. EDS chargesaconvenience Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar

: 2003
fee for each transaction.

Authorized Payment Centers Call us at
1-800-882-5454 for the location of an authorized
payment center near you.

Mail Detach and return the coupon below
with payment to:

Bay State Gas
P.0. Box 830014
Baltimore, MD 21283-0014

Consumer Protections

Your Right to Dispute Your Bill If you think your
bill is incorrect, call us at 1-800-882-5454 before
the due date. We will review your account and
notify you of the results, in writing if you wish.
If you are not satisfied with our response, you
have the rlght_tc_) appeal to the DTE in writing at:
Consumer Division, Massachusetts Department
of Telecommunications and Energy, One South
Station, Boston, MA 02110, bg/ ghone at_
1-617-305-3500 or 1-800-392-6066, or online at
www.mass.gov/dte. Until the DTE rules on your
appeal, your service cannot be shut off for non-
Elayment of the disputed part of your bill.
owever, you must continue to pay
any portion of that bill and other bills that are

2004

Turn Me Over » »
for more details

not part of the dispute. v Payment coupon about your account.

John Doe

Account Number

123 Main St Amount Due by 4/12/2004 $139.11 999-999-999-9

Hanson, MA 12345-6789

L%“@ BayStateGas 3% Belmont St Payment Enclosed

Brockton, MA 02301

A NiSource Company

X

X

X

JOHN DOE

123 MAIN ST

HANSON MA 12345-6789

999999999999990000001184 599999

Is your contact information

on the back incorrect?

Check this box and detail the
$ correction on the reverse side.

Make check payable to:

BAYSTATE GAS

PO BOX 830014

BALTIMORE MD 21283-0014
Alymirmmanamirmimanamim

82373

11523.52676.BS.BASIC v8 8.30.04 ‘D‘S‘T
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Consumer Protections (continued)

Rights to Gas Service for Residential Customers
During Financial Hardship
In the following situations, we will not shut off your gas
service if you certify that you have a financial hardship.
Follow these steps to certify your financial hardship:
1. Call us at 1-800-688-6160 and ask for a Financial
Hardship Form or for more information on
hardship protections.
2. Complete and mail the Financial Hardship Form to
our office. We will review your form and will notify
you whether you qualify for financial hardship status.

Serious lliness & Financial Hardship —

1. Ask your doctor or Board of Health to call our
office right away and inform us of the illness.

2. Within seven days of the call, ask your doctor or
Board of Health to write us at 995 Belmont St.,
Brockton, MA 02301 to certify that someone in
your home is seriously ill.

Ch//d Under 12 Months & Financial Hardship —

. Call us at 1-800-688-6160 to notify us that you have
a child under 12 months old living in your home and
that you have a financial hardship.

2. Mail a document to us at 995 Belmont St., Brockton,
MA 02301 that verifies the child's age, such as a
birth certificate or a letter from the child’s doctor or
the Board of Health.

Winter Protection & Financial Hardship —

If you heat your home with natural gas, you will
automatically be protected from shut-off

Nov. 15— Mar. 15 if you :

1. Certify with us that you have a financial hardship, or
2. Are eligible for and will be receiving fuel assistance

Residential Low-income Gas Rates

Discounted rates are available to most customers who
receive public assistance benefits. If you believe you
qualify but are not being billed at the low-income rate,
please call us at 1-800-882-5454 for more information.

Notice to Older Residential Customers If everyone

in your household is 65 or older and you are unable to
pay a past-due bill, call us at 1-800-688-6160 to arrange
a personal payment plan. We will not shut off your
service without approval of the DTE. You also have

the right to a hearing at the DTE before your gas can
be shut off. To receive this protection, call to notify us
that everyone in your household is 65 or older.

Bankruptcy Notices Mail to Bay State Gas, Revenue
Recovery, 2025 Roosevelt Ave., P.0. Box 2025,
Springfield, MA 01102.

Other Correspondence (except payments) Mail to
Bay State Gas, 995 Belmont St., Brockton, MA 02301.

Gas Meter Information

Actual Reading A meter reader has read the meter.
You're required to provide us access to read the meter
or automated device at least once a year. Please
contact us to make arrangements if access is required.

Estimated Reading If you are not connected to our
automated meter reading system, we will attempt to
read your meter. During the months we don't read the
meter, we accurately estimate your reading based on
the history of usage at the service address and

actual temperatures for the billing period. We verify the
reading the next time we read the meter to make sure
you pay only for the energy you've used.

Gas Usage We measure the volume of gas you use
by Ccf equal to 100 cubic feet and convert it into
therms, a unit of heat.

How to Read the Meter \When a pointer is between
two numbers on a dial-type meter, read the smaller
number except when the pointer is between 9 and 0.
Record the reading on the dials from left to right.

Example: mmuo,v

<THOUS; <HOUS; <1OUS4,
Ky ) e~ 2
9>\" N 10 90 (IR
2\ (2 3\ (8
3 / 3 3 1/ \7 '/i
& 5 4 o5 5 & 5 4

Contact Information Corrections

If this address and home phone number
are incorrect, please make the necessary
corrections on the lines below.

123 Main St
Hanson, MA 12345-6789
111-234-5678

Address

City

State ZIP

Home Phone: ( )

Service Charges Notes

Detail of Charges for Gas Service

Charges for Residential Heat Service — Winter Season

Delivery Charges are the
costs of delivering the gas

Delivery Charges to retail customers. The
Customer Charge $7.59 charges for these services
Gas Usage are regulated and must be
First 90 Therms x $0.4000 $36.00 purchased from the local
Next 15 Therms x $0.2076 $3.11 distribution company.
Distribution Charges The Customer Charge
All 105 Therms x $0.0116 $1.22 recovers the basic cost
Gas Supply Charges at Cost of providing service to
Cost of Gas customers regatrd/ess gf
as use, i.e. meter reading,
All 105 Therms x $0.8685 $91.19 biling, and acoount
Total Charges for Service This Period $139.11 maintenance. Included is

the customer’s contribution
to the energy audit program.

Gas Supply Charges are
passed through to customers
without markup.

Gas supply may be purchased
from the competitive market
and is not regulated when
purchased from a competitive
gas supplier.

Safety Tips

Odor of Gas We add a distinctive odor to your natural gas to alert
you to a leak in or around your home. If you smell an odor of gas:

1. Leave the building immediately. Leave the door open on your
way out, and don't use light switches or matches.

2. Call our 24-hour phone number from a nearby phone, and wait
for our service crew to arrive.

Call Before You Dig If you are planning a home construction or
landscaping project, call Dig Safe at 1-888-344-7233 at least 72
hours before you start to dig. A representative will mark the
approximate location of underground gas lines on your property.

Employee Identification All of our employees and approved meter
readers and contractors carry identification. If someone claims to
represent the gas company, ask to see photo identification. Call
the police if you see suspicious activity.

Additional Account Information

Maintenance of Customer-owned Buried Gas Lines

Natural gas is delivered to your home or business through an
underground pipeline, and you may own a portion of that pipeline.
You are responsible for repairing and replacing all gas piping that
you own, including any that extends beyond the meter to the
appliances in your home or business.

If buried piping isn't maintained, it might be subject to the hazards

of corrosion and leakage over time. For your safety, we inspect
pipelines for leakage on a regular basis. We also inspect it for
corrosion if the line is metal. At a minimum, our inspection covers

all gas piping that lies between the company supply line and the
meter, and may include buried piping that extends beyond the

meter. However, we do not repair or replace customer-owned piping.

If our inspection detects a problem in any portion of the piping
that you own, the gas piping will need to be repaired promptly.

A plumber or excavation contractor can assist you in repairing
the line. Excavation around gas pipelines should be done by hand.
Before digging, contact your local utility protection service to
learn where gas lines are located on your property. For safety’s
sake, call before you dig.
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The outbound calling initiative with CIS access involves
the following...

D.T.E. 05-27
Attachment DTE-18-02 (c)
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*Predictive dialer and interactive voice messaging (IVM)
technology contacts customer.

oIf unsuccessful, multiple attempts are made at different times of
the day, and on different days. The dialer technology tracks who
IS missed.

*Right party verification when “live” customer is reached, a
message Is left when answering machine picks up call.
eContractor provides industry leading answering machine
detection technology. 98% of the time, a proper message is left.
Message asks customer to contact Springfield call center.
*With live customer, there is an interactive conversation that
drives toward immediate payment or a payment arrangement.
Scripts are customized to adhere to specific state rules.

IVM technology monitors agent utilization. When slow,
campaign is accelerated, when busy, campaign is decelerated.



Statistics show that outbound calling initiatives result in more
work for call centers not less. Campaigns completed in-other
states resulted in a 2% net increase in calls to the cetter~Y\hen
statistics from other campaigns are applied to BSG/NU, the

results would look like this...
Total Calls — 142,000 Breakdown of 98,000 Contacts

3.061%

98,000 65.306%
44,000

@ Contacts B Non-Contacts B No Action O Call CCC B Pay Normal
@ Payin5 Days B Arrangements M Live Payments

26.531%

0.714%
4.388%




Some of the benefits of giving a contractor CIS access to make
outbound calls include...

D.T.E. 05-27
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«CCC workload neutral — Studies show a slight increase in call
center contacts

*Reduction of write-off and accounts receivable — Reverse the
trend from 2001-2004

*NiSource One Voice — This step represents best practice,
iInternally, and across our industry

*Technology — IVM, dialer, answering machine detection, and
advanced monitoring

*Reduced field collections — Orders don’t go to the field

*Better skill level and core competency match — BSG/NU focus
on high-value collections and customer service

«Simpler and more convenient for the customer — Some
customers can “fix” their situations in real-time without making a
callback

*Collection effectiveness - “Strike while the iron is hot” concept
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Talking Points for Changes to Shut-off Guidelines
(For Massachusetts Customers Only)

Overview

Beginning in June 2005, Bay State Gas will change the collection process it employs in
an effort to change customer behavior and align our activities with other utility industry
leaders.

The new process will no longer allow for employees to receive payment in the field

when acting on a shut-off notice. Employees will provide customers with information
on options they have and execute the shut-off notice.

Key Dates:

May 1, 2005 to May 31, 2005

Field collectors will inform customers upon visiting their home or business that they will
no longer be accepting payments in the field when executing a shut-off notice.

May Billing Cycle — Shut-off Notices

Shut-off notices will begin informing customers in consideration for disconnection of
service that they will no longer be able to avoid shut-off by making payment to field
collectors who visit their home or business.

June 1, 2005

Bay State Gas will no longer allow for employees to receive payment from customers in
the field.

June Billing Cycle

Bill insert notifying customers of new collection process distributed.

Why are we making these changes?
There are several reasons for the changes taking place in the field:

Changes customer behavior.
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e Because some customers have paid at the door at the time of shut-off for years,
they are accustomed to our practice -- and sometimes withhold payment until the
collector arrives.

e Moving to shut-off only mode removes field-based payment arrangement
responsibility from the collector and allows us to better manage the arrangements.

Better workforce utilization.

Allowing employees to focus only on executing shut off notice will reduce the amount of
time on each order. This will allow for more resources to be dedicated to shut-offs and
the associated turn-on for non-pay orders.

Aligns Bay State with “best practice” companies.

BSG is one of the last Massachusetts companies to move to shut-off only mode.

Increased employee safety.

By eliminating cash and check handling in the field by collectors will increase their
personal security.

Cost effective way for customers to make payments.

e Customers making payments via U.S. mail or at a payment agency near their home
is a cost effective way for the company to collect payments for natural gas service.

e When a collector goes to the door on the day of shut-off and accepts payment, the
cost for the trip and associated payment handling can exceed fifty dollars.

If you have any questions regarding this matter, please contact your
supervisor.
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Response regarding Payment Channel Expansion and electronic bill
presentment.

Bay State Gas customers currently are offered an expanded variety of payment channel
options that allow them flexibility in terms of convenience, cost and immediacy.

Pay by mail — the most popular choice and for the cost of a stamp it allows the customer
to pay when they want.

Recurring Auto Debit — a service that is free to customers and provides them the
assurance that their account will be paid on the due date each month without writing and
mailing a check.

On-line payments — the payment channel with increasing utilization; a variety of banks
and service providers offer this channel to customers. Fees from these providers range
from being free to several dollars a month (that generally allows customers to pay all of
their bills on-line without having to write checks and mail). During 2004, Bay State Gas
customers were offered the new channel of receiving their bill electronically rather than
paper and additionally have the option to pay it on-line through a service provided by
Check Free for no cost.

Authorized Pay Station Network — Bay State Gas customers can pay their bills at
authorized local merchant locations for no cost and with the assurance that Bay State will
receive their payment information overnight. This is an alternative channel to mailing a
payment especially if there is a near term disconnection date.

Credit Card Payments — this channel is administered by a third party vendor and is
available to all customers via the convenience of their phone or the Internet. The fees
associated are the credit card network fees and are not revenue for Bay State Gas.

Electronic Payment by Check — This channel is also administered by a third party
vendor and is available to all customers via the convenience of their phone or the
Internet. This is a one-time, non-recurring channel that a customer can use when they
want. The fee was lowered from $1.95 to $1.75 during 2004.

Utilization
Utilization 2005
Cost to Customer 2004 (thru May)
74.00%

Lockbox 37 centstamp 76.52%




Auto Debit

On-line payments

Authorized Paystation Network (FDC)

3rd Party Credit Cards IVR/Web - (residential)

3rd Party Credit Cards IVR/Web - (non res)

3rd Party Pay by Check IVR/Web

TOTAL

Bay State Gas Company
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no charge  3.94%

Charges possible -
based on customer
vendor choice 9.64%

no charge  8.36%

$5.95 0.40%

$25.00 0.01%

$1.75 1.13%

100.00%

3.91%

11.60%

8.08%

0.66%

0.01%

1.74%

100.00%

Electronic Bill Presentment - during 2004 Bay State Gas customers were offered the
choice to enroll in and receive their monthly bills electronically rather than the paper

version that would be mailed to them.

Below is the monthly total of customers that receive their bills electronically.

_ 2004 2005
January 1,191
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February 1,255
March 1,383
April 1,473
May 1,672
June
July
August
September 10
October 402
November 617
December 992




ment DTE-18-02 (f)

NISOURCE
THEFT OF SERVICE PROGRAM

!'_ Background Information

BSG/NU Operations
April 26, 2005

Director, Revenue Recovery, NiSource
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IMPLEMENTATION RECOMMENDATIONS

=

. Provide guidance to corporation on when to

prosecute.

. Basic field training program on four field process

steps and associated guidelines.

. Hire contract investigators at Columbia and BSG to

assist with billing, prosecution, and collection.

. Provide consistent education on energy and

non-energy theft charges (cost model).
IT changes that will assist data collection, process
changes, and measurement of theft.

. Other ideas

(800# for theft reporting, bill insert, Buffalo Gauge)

Mrm Theft of Service
Investigator Training, April 2005 2
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IMPLEMENTATION RECOMMENDATIONS
Prosecution

Theft investigators or
field operations
leaders identify a case
that has larger
potential than the
average case.

Considerations are:
eBlatant safety
violations

*More than 1 trip with
same customer
stealing.
sCommercial
customer
classification

*High dollar residential
customer ($2,000+)
*A non-NiSource
meter is used

K.:Source

Prosecution and/or the threat of prosecution is thought to be a key to
changing customer behavior and obtaining field buy-in. Because of
cost and legal system limitations we cannot prosecute everybody.
That being said, here are some considerations that guide our
organization on prosecution.

Theft investigators or
field operations

with county
prosecutors to file
case. Include:
ePictures
*Police report
*\Witness statements
*Physical evidence

leaders coordinate |

Prosecutors make
determination on

next steps. How |

strong is case?

Theft of Service
Investigator Training, April 2005

When prosecuted, it
often results in
restitution, and

resolution in or out of

court.
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IMPLEMENTATION RECOMMENDATIONS
Investigators

Investigator duties include...

eFollow-up on reports of energy theft
eCoordinate with local law enforcement
*Provide assistance to field personnel
eInspect theft field sites

eDrive documentation that helps billing, collection, and prevention of theft
eMake contact with customers in questioned cases

ePrepare reports on theft cases

eMaintain files and database on theft cases

ePresent repeated offender cases to police and local prosecution

e|dentify owners of property for proper billing

eProvide billing department with appropriate charges for investigation

EE"?m,m Theft of Service
Investigator Training, April 2005 4
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IMPLEMENTATION RECOMMENDATIONS
Investigators

Investigators will receive work from the following sources...

1.

Documentation follow-up - For accounts that have known theft, has all the proper
documentation been captured in the field? If not, the investigators can contact the
Service Tech or Field Operations Leader (FOL) and provide a friendly reminder.

UU follow-up - One of the things investigators can spend their time on is turning
Unauthorized Use to Theft of Service by finding a responsible party. This may be
handled over the phone, or with in-person visits.

Non-payment of theft follow-up - Serving in a collection role, our investigators can
do phone and in-person follow-up on accounts that have not been paid.

Prosecution - Once the decision is made to run cases through the local court system,
the investigators can do this legwork. This is a time consuming process.

800# leads - These calls may lead to orders being created, or the investigators
themselves going out to "check things out". If they find something, an immediate
order may be sent to Logistics to get a Service Tech out to shut-off service.

Calls from the field - If a Service Tech or FOL runs into something they need
immediate support from the investigator on, they can call them and have them show
up on site. The investigator will ensure proper documentation and photographs are
taken of the scene.

EE"?m,m Theft of Service
Investigator Training, April 2005 5
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IMPLEMENTATION RECOMMENDATIONS

Investigators

Investigators will have direct field involvement based on an increasing

scale of escalation:

Investigate order run
in field by service. Field
service needs immediate
consultation from
Investigator which is made
via PHONE CALL. Reason for
call could include questions
service can’t answer. After
call, order completed and
sent to Billing Exceptions for
further action.

Theft of Service

Investigator Training, April 2005

Investigate order run

in field by service. Field
service needs immediate
consultation from
Investigator which is made
via IN-PERSON visit. Reason
for visit could include:
eEscalated security situation
eSignificant prosecution
opportunity

*Need for immediate police
involvement

Need for completion of
police report

*Need for protection from
irate dog and/or customer
eImmediate need to collect
witness statement or collect
physical evidence.

After visit, order completed
and sent to Billing Exceptions
for further action.
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IMPLEMENTATION RECOMMENDATIONS
Investigators

Peter Alley (BSG/NU Energy Investigator) can be reached at...

Office Phone: 508-580-0100 x1352
eCell Phone: 413-244-7784
Email: palley@nisource.com

KiSource Theft of Service
Investigator Training, April 2005



Bay S'Eate Gas Company

Proper documentation is a key to correct billing and possible = s

Attachment DTE-18-02

prosecution. The following guidelines are the basic requirements
we need to document.

*Pictures — Use digital or disposal cameras

*Capture meter #, kind, and size

*Record meter reading (separate field on MDT)
*Detail names of individuals involved

Communicate with user at location, including contact
information

DOCU m e nt -Gaf[her physical evidence (meter, broken locks, bypass
equipment)
Th eft *Document tampering method (type and location of theft, gas on

or off at arrival?)

*Detail theft prevention activities completed (meter removal,
theft device installed, time spent at site, etc.)

«If available, get witness statement

«If able, detail appliances in use

Indicate special premise instructions (irate customer, vicious
dog, and unsafe situations

*Label evidence to match with location

*Use MDT comments section for all information that does not
have separate field on MDT

ﬁwn m Theft of Service 3

Investigator Training, April 2005



This is an example of a Service Order Completion Form

Bay State Gas Company

D.T.E. 05-27

Attachment DTE-18-02 (f)

that has been completed correctly.

KiSou

Document

heft

Page 9

IOl x|
TTORD [OMSG  [0C=0/0

Help
Appliance/Completion Code: [NVESTIG. THEFT OF GAS —
L Bill Code: [No Charge
Msg-F2 Svc Repork:| [
found lock broken and on floor taok picture of bypass. Customer has heat, 'WH and Range
Sign-Off
Job Status: Red Tag: C'Y® N HMNoHeat: O Y @® N
Unavail Time Spent: 0 min. Dwelling: [Single Mo Hot Water: (O Y @ N
Host Ing Appliance: [HH/CE
Chk Msg Mal_(e: el McClean Hﬂlfleli |
Series: | Senal ﬂ|
Mizsc.
—_ e Status: [
H:aed'ing Humber: |[H37333 AMR Number: [18433112
Comrected: 0008599 Uncomnected:
PO#
Partit Description Qty
[270-01527 100 | [1/4"NPT BRASS TEST PLUG 1 =
e
Host Ing Partit Description Aty
[270-01527 100 [1/4" NPT BRASS TEST PLUG 1
Chk Msg [ | [Broken Lock H|
Mizc.
B Amt Collected: % Method of payment:
Tech Comments:
|c:harge far braken lack
Leak:[ [3] % Haz:| Attn Flag:® ¥ O/
Co: ppm Pipe Condition: | [4] [




Here is the associated Complex Receipt Form for that or

Document
heft

W MDSI MOBILE PEN APPLICATION
[10/25/04 [10:30am O Li

Bay State Gas Company
o[
Attachment DTE-18-02 (f)
Page 10

=lax

[ 10RD | OMSG [OC=0/0

Complex Receipt Form N

Help —
L]
Ords-F1
[Tumiski Fionald Date: 20041025
Mzg-F2 [227 [ [Caurel [t ] Bld: | Apt: [ Fir: |
BOGWTR M4 [02324
Sign-Dff | e |
Pre— Account #  [5502007 %
Unavail Work Order #|000005706166
— Job Desc: [MVESTIG. THEFT OF GAS
Host Inq [
found lock broken and on floor book, picture of bypaszs. Custamer has heat, WH and Range
Chk Msg
[r—
Mizc. Job Status:
Charge Type: W
Part Description Qtp Price Charge
[1#4"NPT ERASS TEST PLUG T@s 118 [ 8 0.00
—— = — L - —_—
Wi Part Description Oty Price Charge
| 1/4" MPT ERASS TEST PLUG 1@s 118 [ $ 0.00
Mzg-F2 S ok S el
Broken Lock 1@s ool [ % 0.00
Sign-0OFf @% [T I 0.00
S @ g r s
Unavail _[ @ @3 mi
—_— Partzs Sub-total $ 0.00
Host Inq Tax Exempt? (O Y @ N Tax $ 0.00
Chk Msg Job Time: Tech 1:[30 mins Tech 2:[0 mins Labor § | 0.00
Mizc Charge: [chargeable time ? 1P0 mins ¢ | 50.00
Misc Charge: | L] mins $ 0.00

Misc Charge Sub-Total $ 000

Total % 50,00

10



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
FIRST SET OF INFORMATION REQUESTS FROM UWUA LOCAL 273
D.T. E. 05-27

Date: June 29, 2005

Responsible: Stephen H. Bryant, President

UWUA-1-33 (a) Please provide any and all surveys, ratings or benchmarking studies
performed or provided by J. D. Powers or any other firm or entity
regarding customer satisfaction, service quality or similar parameters, and
involving Bay State, NiSource, or Northern Utilities, for the period since
Bay State merged with NiSource.

(b) Please provide any studies, ratings, analyses or documents prepared
by the American Gas Association or any other trade association, or by
outside party, that compare or evaluate the following parameters for
NiSource or Bay State: (i) level or adequacy of capital expenditures, or
changes in the trends of such expenditures; (ii) level or adequacy of O &
M expenditures, or changes in the trend of such expenditures; (iii) staffing
levels; (iv) relative or absolute level of indebtedness; (v) relative or
absolute growth in numbers of customers and/or volume of gas sold; (vi)
profitability; (vii) any other financial or operational characteristics.

Response:
€)) Please see Attachment UWUA-1-33 (a) for a copy of the J.D.
Powers Gas Utility Residential Customer Satisfaction Study for
Bay State Gas Company from October 2003. This study
compares Bay State Gas with the East Region and the Industry.
See also the Company’s response to USWA-2-19.

(b) The Company is not aware of any recent AGA, other trade
association or other outside party studies, ratings, analyses or
documents that compare or evaluate the above listed parameters
for Bay State or NiSource. The AGA does collect some of the
information requested on a company-by-company basis through
which comparisons may be made, but neither Bay State nor
NiSource patrticipate in this voluntary program.



Bay State Gas Company

2003 Gas Utility Residential Customer Satisfaction Study Attachmerﬁ%%&ghgg-g)
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Philadelphia Gas Works

Price & Value Index by Expect Bill To Be...

Preferred Method of Interaction

Baystate Gas

Overall Customer Satisfaction Index 2003 Performance

ual « | 109
New Jersey Natural Gas « | 108
Washington Gas Light « | 108
South Jersey Gas Company : | 105
Columbia Gas of Pennsylvania | 104
PECO Energy /| 103
Baltimore Gas & Electric | 102
Elizabethtown Gas | 102
Niagara Mohawk Power {101
Public Service Electric & Gas j 101
easT REGION AVERAGE [l 99
Con Edison |08
Baystate Gas _ :97
Keyspan | EE)S
Equitable Gas | 94
Dominion Peoples | 9?
National Fuel Gas | ot

Industry Average = 100

One year from now Baystate East

expect bill to be Gas Region  Industry
Higher than it is now 93 87 93
About the same as it is now 107 110 113
Lower than it is now 84* 96 99

Preferred method of interaction Baystate East
for Customer Service Gas Region  Industry
Telephone Automated Response

System 5% 5% 5%
Telephone Customer Service

Representative 81% 78% 1%
Branch Office 8% 6% 8%
Internet 3% 8% 8%

Rank Rank

Baystate East within within
Gas Region Region  Industry Industry
Overall CSI 97 99 12 of 17 100 38 0f 56
Company Image 101 100 11 of 17 100 28 of 56
Price & Value 96 96 11 of 17 100 38 of 56
Billing & Payment 95 98 13 of 17 100 44 of 56
Customer Service 90 98 14 of 17 100 47 of 53
Field Service 105 101 70f 16 100 16 of 49

HEYes HEHNo

Index Scores

Customer
Service

Price & Value Billing &

Payment

Overall CSI

Company
Image

Customer Service

Baystate East
Gas Region  Industry
% of customers calling 45% 37% 33%
# of calls per calling customer 3.0 29 2.8
Time on hold (minutes) 6.7 5.5 5.3
CSR talk time (minutes) 6.0 5.5 55

Customer Profile

Baystate East

Gas Region  Industry
Average monthly natural gas bill - winter $157 $144 $100
Average monthly natural gas bill - summer $75 $89 $58
Average income $59,259  $71,362  $65,009
Median age 50 50 50
% of cust. accessing the internet 70% 71% 69%
Hours spent on the internet 6.9 7 6.8
% of cust. accessing utility's web site 12% 11% 11%

*Caution: Small Sample Size.

October 2003

J.D.POWER

JAND ASSOCIATES®
© 2003 J.D. Power and Associates. All Rights Reserved.
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2003 Gas Utility Residential Customer Satisfaction Study Attachmeag &Engg(za?)
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Baystate Gas
2002 2003 < Trailing Industry Better than Industry =

N/A 6.74 Q54 Concern for the environment

N/A 6.44 Q59 Offering a variety of services and options

N/A 7.09 Q58 Educating you on being safe around natural gas

N/A 8.73 Q28 Attention to safety

N/A 8.32 Q26 Quality of work performed

N/A 7.44 Q10 Length of time to pay w/o penalty

N/A 8.22 Q27 Appearance of workers

N/A 6.89 Q56 Being honest and ethical

N/A 5.49 Q16 Availability of pricing options

N/A 7.38 Q41 Rep.-Knowledge

N/A 6.08 Q55 Commitment to the local community

N/A 7.76 Q40 Rep.-Courteous and friendly

N/A 6.64 Q57 Effectively communicates changes

N/A 5.14 Q19 Ability to help reduce mo. bill

N/A 6.07 Q39 Promptness in speaking to CSR

N/A 6.84 Q43 Rep.-Time needed to answer question

N/A 7.65 Q60 Natural gas utility's ability to maintain a safe gas system

N/A 743 Q8 Accuracy of hill

N/A 8.19 Q7 Ease of finding exact amount to pay

N/A 6.82 Q42 Rep.-Solve prob./answer guestion

N/A 5.22 Q18 Fairness of pricing

N/A 5.49 Q17 Total monthly cost of your natural gas service

N/A 6.55 Q9 Ease of understanding your bill

N/A 6.62 Q11 Usefulness of options to pay your bill

Defined as (Mean Rating of Utility less the Industry Mean Rating) multiplied by percent contribution to Overall Satisfaction.

October 2003 I. D. POWER

JAND ASSOCIATES®
© 2003 J.D. Power and Associates. All Rights Reserved.
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